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To the Board of Directors
of Combined Arms

INDEPENDENT AUDITORS’ REPORT

Opinion

We have audited the accompanying financial statements of Combined Arms (a nonprofit organization)
(the “Organization”), which comprise the statements of financial position as of December 31, 2024 and
2023, and the related statements of activities, functional expenses and cash flows for the years then
ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Organization as of December 31, 2024 and 2023, and the change in its net assets
and its cash flows for the years then ended in accordance with accounting principles generally accepted
in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Controller General of the United States. Our responsibilities under those standards are
further described in the Auditors’ Responsibilities for the Audit of the Financial Statements section of our
report. We are required to be independent of the Organization and to meet our other ethical
responsibilities in accordance with the relevant ethical requirements relating to our audits. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about the Organization's ability to
continue as a going concern within one year after the date that the financial statements are available to
be issued.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards and Government Auditing Standards will always detect a material misstatement when it exists.
The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based on
the financial statements.



In performing an audit in accordance with generally accepted auditing standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Organization's internal control. Accordingly, no such opinion is
expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Organization's ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control related
matters that we identified during the audit.

Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the financial statements as a whole.
The accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards, is presented for the purposes of additional analysis and is not a
required part of the financial statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the
financial statements. The information has been subjected to the auditing procedures applied in the audit
of the financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the schedule of
expenditures of federal awards is fairly stated, in all material respects, in relation to the financial
statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 31, 2025,
on our consideration of the Organization’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the Organization’s internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Organization’s internal control over financial reporting and compliance.
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Combined Arms

Statements of Financial Position

December 31,
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2024 2023
Assets
Current assets
Cash and cash equivalents $ 561,699 $ 138,714
Investments at fair value 195,911 556,601
Accounts receivable 38,125 383,004
Unconditional promises to give 389,412 324,495
Employee retention credit receivable 262,067 262,066
Prepaid expenses 37,724 35,916
Total current assets 1,484,938 1,700,796
Unconditional promises to give, non-current 175,000 -
Property and equipment, net 67,481 104,755
Right-of-use assets - operating leases 539,258 810,031
Total assets $ 2,266,677 $ 2,615,582

Liabilities and Net Assets (Deficit)

Current liabilities

Accounts payable and accrued liabilities $ 535,165 $ 223,479
Refundable advances 93,714 242,067
Current lease liabilities - operating leases 312,583 293,973
Deferred revenue 52,500 52,500

Total current liabilities 993,962 812,019
Line of credit 998,604 370,000
Long-term lease liabilities - operating leases 283,438 593,546

Total liabilities 2,276,004 1,775,565

Commitments and contingencies

Net assets (deficit)

Without donor restrictions (876,608) 157,974
With donor restrictions 867,281 682,043
Total net assets (deficit) (9,327) 840,017
Total liabilities and net assets (deficit) $ 2,266,677 $ 2,615,582

See notes to financial statements.



Combined Arms

Statements of Activities

Year Ended December 31, 2024

Revenue and support

Contributions

Program service fees

Event sponsorships

Rent and amenities fees

Investment income, net

Donated materials

Net assets released from
restrictions

Total revenue and support
Expenses

Program services
Management and general
Fundraising

Total expenses
Change in net assets
Net assets at beginning of year

Net assets (deficit) at end of year

See notes to financial statements.

Without Donor With Donor
Restrictions Restrictions Total
$ 3,223,660 $ 1,535,000 $ 4,758,660
867,821 - 867,821
27,000 - 27,000
102,293 - 102,293
39,358 - 39,358
9,960 - 9,960
1,349,762 (1,349,762) -

5,619,854 185,238 5,805,092
5,656,017 - 5,656,017
432,200 - 432,200
566,219 - 566,219
6,654,436 - 6,654,436
(1,034,582) 185,238 (849,344)
157,974 682,043 840,017
$ (876,608) $ 867,281 $ (9,327)

B



Combined Arms

Statements of Activities

Year Ended December 31, 2023

Revenue and support

Contributions

Program service fees

Event sponsorships

Rent and amenities fees

Investment income, net

Donated materials

Net assets released from
restrictions

Total revenue and support
Expenses

Program services
Management and general
Fundraising

Total expenses
Change in net assets
Net assets at beginning of year

Net assets at end of year

See notes to financial statements.

Without Donor With Donor
Restrictions Restrictions Total

$ 2,901,239 $ 1,278,220 $ 4,179,459
658,680 - 658,680
197,640 - 197,640
124,435 - 124,435
54,565 - 54,565
85,290 - 85,290

1,284,593 (1,284,593) -
5,306,442 (6,373) 5,300,069
5,130,078 - 5,130,078
405,416 - 405,416
426,328 - 426,328
5,961,822 - 5,961,822
(655,380) (6,373) (661,753)
813,354 688,416 1,501,770
$ 157,974 $ 682,043 $ 840,017

(6]
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Combined Arms

Statements of Functional Expenses

Supporting Services

Program Management Total
Services and General Fundraising Expenditures
Year ended December 31, 2024
Salaries and related costs $ 2,690,070 $ 221,611 % 383,512 $ 3,295,193
Professional and contract services 951,021 65,096 73,211 1,089,328
Lease expense 247,623 20,399 35,303 303,325
Communication and technology 739,080 25,920 8,384 773,384
Utilities 90,309 7,440 12,875 110,624
Travel and conferences 354,489 2 32,142 386,633
Marketing and promotion costs 116,063 - - 116,063
Office supplies 47,396 3,905 6,757 58,058
Food and entertainment 113,803 2,247 2,699 118,749
Depreciation 30,429 2,507 4,338 37,274
Direct assistance 210,449 - - 210,449
Grants 47,511 - - 47,511
Interest - 76,379 - 76,379
Other 17,774 6,694 6,998 31,466
Total expenses $ 5,656,017 $ 432,200 $ 566,219 $ 6,654,436
Year ended December 31, 2023

Salaries and related costs $ 2,600,025 $ 186,790 $ 222,632 $ 3,009,447
Professional and contract services 912,413 132,008 136,390 1,180,811
Lease expense 260,849 16,290 22,336 299,475
Communication and technology 437,351 23,080 441 460,872
Utilities 62,371 4,481 5,341 72,193
Travel and conferences 240,998 17,059 18,372 276,429
Marketing and promotion costs 166,139 - 247 166,386
Office supplies 29,436 2,115 2,521 34,072
Food and entertainment 205,573 2,303 2,355 210,231
Depreciation 41,072 2,951 3,517 47,540
Direct assistance 144,230 - - 144,230
Grants 22,561 100 31 22,692
Interest - 11,557 - 11,557
Other 7,060 6,682 12,145 25,887
Total expenses $ 5,130,078 $ 405,416 $ 426,328 $ 5,961,822

See notes to financial statements.



Combined Arms

Statements of Cash Flows

Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change in net assets
to net cash used in operating activities:

Depreciation
Realized and unrealized gain

Changes in operating assets and liabilities
Accounts receivable
Unconditional promises to give
Employee retention credit receivable
Prepaid expenses
Accounts payable and accrued expenses
Refundable advances
Right-of-use asset and operating lease liability, net
Deferred revenue

Net cash used in operating activities

Cash flows from investing activities:
Purchase of equipment
Proceeds from sale of marketable securities
Purchases of investments

Net cash provided by investing activities

Cash flows from financing activities:
Proceeds from line of credit
Payments on line of credit

Net cash provided by financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents - beginning of year
Cash and cash equivalents - end of year

Supplemental cash flow information
Cash paid for amounts included in operating leases

Cash paid for interest

See notes to financial statements.

Year Ended December 31,

IN

2024 2023
$  (849344) $  (661,753)
37,274 47,540
(20,324) (32,486)
344,879 (325,714)
(239,917) (4,260)
(1) 146,935
(1,808) 30,817
311,686 21,543
(148,353) 1,419
(20,725) (13,724)
- (30,638)
(586,633) (820,321)
- (31,919)
400,000 144,500
(18,986) (22,037)
381,014 90,544
1,878,604 370,000
(1,250,000) -
628,604 370,000
422,985 (359,777)
138,714 498,491
$ 561,699 $ 138,714
$ 320200 $ 313,200
$ 76,379  $ 11,557




Note 1

Ico

Combined Arms
Notes to Financial Statements

December 31, 2024

- Nature of Operations and Summary of Significant Accounting Policies

Nature of operations

Combined Arms (the “Organization”) is a forward-thinking nonprofit organization whose
mission is to unite the community to accelerate and unleash the impact of veterans on their
communities. Through streamlined assessments and customized resources based on
individual veteran needs, the Organization is simplifying and accelerating the connection
point between veterans and resources. The Organization deploys a data-driven approach and
a collaborative, connected model of service delivery so that veterans and the community are
united, after the uniform.

Income tax status

The Organization is exempt from federal income tax under Section 501(c)(3) of the Internal
Revenue Code and is classified as a public charity. It recognizes the impact of an uncertain
tax position only if that position is more likely than not of being sustained upon examination
by the taxing authority based on the technical merits. The Organization accounts for interest
and penalties relating to uncertain tax positions in the current period statement of activities,
if necessary.

Basis of presentation

The accompanying financial statements have been prepared on an accrual basis of
accounting in accordance with accounting principles generally accepted in the United States
of America ("U.S. GAAP"). Accordingly, these financial statements present the financial
position, change in net assets, and cash flows of the Organization.

In accordance with Financial Accounting Standards Board (“FASB") Accounting Standards
Caodification ("ASC") Topic 958-205, net assets, revenues, expenses, gains and losses are
classified on the existence or absence of donor-imposed restrictions, as follows:

e Net assets without donor restrictions - net assets that are not subject to donor-
imposed stipulations. Net assets without donor restrictions may be designated for
specific purposes by action of the Board of Directors.

e Net assets with donor restrictions - net assets subject to donor-imposed
stipulations that specify a use for a contributed asset. When a purpose restriction
or a time restriction ends, net assets with donor restrictions are released to net
assets without donor restrictions and reported in the statements of activities.

Cash and cash equivalents

Cash and cash equivalents consist of highly liquid investments that are readily convertible
into cash and have an original maturity of three months or less on the date of acquisition.
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Combined Arms
Notes to Financial Statements

December 31, 2024

- Nature of Operations and Summary of Significant Accounting Policies (Continued)

Investments

Investments in marketable securities with readily determinable fair values are reported at fair
value in the statements of financial position. Gains and losses are included in net assets
without donor restrictions, unless the gain or loss is restricted by donor or law. See Note 2
for discussion of fair value measurements.

Accounts receivable, program service, rent and amenity fees

Program service fees are derived from contracts with customers to provide workflow
efficiency implementation, training and assistance services and tools. Revenue is recognized
in the amount of consideration that the Organization expects to be entitled to receive when
performance obligations are satisfied either at a point in time or over time depending on the
nature of the services provided, which is generally one year or less. Revenue is recognized
using the output method as performance obligations are met. Amounts are billed as work
progresses in accordance with agreed-upon terms, either at periodic intervals or upon
achievement of milestones. Amounts billed that represent the Organization’s right to
consideration that is conditioned only upon the passage of time, are reported as accounts
receivable.

Rent and amenity fees are recognized as space and other services are provided to other not-
for-profit organizations which serve the veteran community. Revenue is recognized in an
amount that reflects the consideration the Organization expects to receive on a month-to-
month basis over time when the services have been provided.

Costs incurred related to revenue not yet invoiced result in a contract asset. There were no
contract assets as of December 31, 2024 and 2023. Payments collected but not yet
recognized as revenue result in a contract liability and are reported as deferred revenue on
the statements of financial position.

The following table shows the Organization’s accounts receivables and contract liabilities at
December 31, 2024, December 31, 2023 and January 1, 2023:

December 31, December 31, January 1,
2024 2023 2023
Accounts receivable $ 38,125 $ 383,004 $ 57,290
Deferred revenue $ 52,500 $ 52,500 $ 83,138

The Organization provides an allowance for credit losses equal to the estimated losses that
will be incurred in the collection of accounts receivable. This estimate is based upon historical
experience coupled with a review of the current status of existing receivables. The allowance
and associated accounts receivables are reduced when the receivables are determined to be
uncollectible. Management considered all amounts collectible at December 31, 2024 and
2023, and therefore no allowance has been recorded.



Note 1

Combined Arms
Notes to Financial Statements

December 31, 2024

- Nature of Operations and Summary of Significant Accounting Policies (Continued)

Contributions and unconditional promises to give

Contributions are recognized when the donor makes a promise to give to the Organization
that is, in substance, unconditional. Contributions that are restricted by the donor for future
periods or a specific purpose are reported as increases in net assets with donor restrictions
depending upon the nature of the restriction. When a restriction expires, net assets with
donor restrictions are reclassified to net assets without donor restrictions and reported in the
statements of activities as net assets released from restrictions. Donor restricted
contributions in which the restrictions are met in the same year as received are recorded as
unrestricted contributions in the accompanying statements of activities. Non-current
unconditional promises to give are reflected at present value. Conditional promises to give
have a barrier to overcome and include a right of return, and are not included as support
until the promise becomes unconditional. At December 31, 2024 and 2023, the Organization
had conditional promises to give of $500,590 and $2,395,332, respectively, which primarily
relate to unutilized grants.

The Organization provides an allowance for doubtful promises to give equal to the estimated
losses that will be incurred in the collection of unconditional promises to give. This estimate
is based on historical experience coupled with a review of the current status of existing
promises. The allowance and associated promises are reduced when the promises are
determined to be uncollectible. The Organization considers unconditional promises to give to
be fully collectible at December 31, 2024 and 2023, and therefore no allowance has been
recorded.

Promises to give at December 31, 2024 and 2023 are due as follows:

2024 2023
Receivable within one year $ 389,412 $ 324,495
Receivables in one to five years 175,000 -

$ 564,412 $ 324,495

Event sponsorships

Event sponsorships are considered special event revenue and is comprised of an exchange
element based upon the direct benefits donors receive and a contribution element for the
difference. The Organization recognizes special events revenue equal to the fair value of
direct benefits to donors when the special event takes place. The Organization recognizes the
contribution element of special event revenue immediately, unless there is a right of return if
the special event does not take place.

Property and equipment

Property and equipment is recorded at cost, if purchased, and at fair value, if donated. The
Organization’s policy is to capitalize all expenditures for property in excess of $5,000.
Depreciation is recognized on a straight-line basis over the estimated useful life. Expenditures
for additions and betterments are capitalized, and expenditures for maintenance and repairs
are charged to activities as incurred.
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Combined Arms
Notes to Financial Statements

December 31, 2024

- Nature of Operations and Summary of Significant Accounting Policies (Continued)

Leases

Lease obligations primarily relate to real estate leases for the Organization’s facility. For any
lease with an initial term in excess of 12 months, the right-of-use assets and lease liabilities
are recognized on the statements of financial position as either an operating or finance lease
at the inception of an agreement where it is determined that a lease exists.

Right-of-use assets represent the right to use an underlying asset for the lease term and
operating lease liabilities represent the obligation to make lease payments arising from the
lease. These assets and liabilities are recognized based on present value of future payments
over the lease term at the commencement date. The incremental borrowing rate used for
each lease is based on an evaluation of the Organization’s credit ratings and the prevailing
market rates for collateralized debt in a similar economic environment with similar payment
terms and maturity dates commensurate with the terms of the lease. Operating leases also
typically require payment of real estate taxes, common area maintenance and insurance.
These components comprise the majority of the variable lease costs and are excluded from
the present value of the lease obligations. Right-of-use assets also include prepaid lease
payments and initial direct costs and are reduced by lease incentives. The lease terms
generally do not include options to extend or terminate the lease unless it is reasonably
certain that the option will be exercised. Fixed payments may contain predetermined fixed
rent escalations.

The following accounting policy elections are made in connection with lease accounting:

¢ Short-term leases — The Organization has elected to not apply the guidance to leases
with terms of 12 months or less. Instead, these leases are recognized as expense on
a straight-line basis over the lease term.

e Discount rates — The Organization elected to use its incremental borrowing rate as
the discount rate when the rate implicit to the leases is not readily determinable.

e Lease and non-lease components — The Organization elected the practical expedient
to choose whether to separate non-lease components from lease components by
class of underlying assets or account for them as a single lease component. The
Company elected not to separate lease and non-lease components for all leases.

Donated materials

Donated nonfinancial assets are recorded as contributions at their fair values at the date of
donation and reported as expense when utilized. The Organization receives donated facilities,
food, and toys from various individuals and organizations for one of the Organization’s
program events to provide assistance to the families of veterans. Additionally, the
Organization received computers for relocated refugees from one of the Organization’s
program events in 2023. The Organization did not monetize any contributed nonfinancial
assets and contributed nonfinancial assets did not have donor restrictions during 2024 or
2023.
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Combined Arms
Notes to Financial Statements

December 31, 2024

- Nature of Operations and Summary of Significant Accounting Policies (Continued)

Donated materials (continued)

Donated nonfinancial assets were as follows for the years ended December 31:

2024 2023
Toy donations $ - $ 13,032
Catering 9,960 4,743
Computers - 67,515
$ 9,960 $ 85,290

Functional expense allocation

The Organization allocates expenses on a functional basis among various programs and
supporting activities. Expenses that can be identified with a specific program and supporting
activities are allocated directly according to their natural expenditure classifications. Expenses
related to more than one function are allocated to programs and supporting services on the
basis of estimated time expenses or usage by function.

Marketing and promotion costs

Marketing and promotion costs are expensed as incurred. The Organization expensed
$116,063 and $166,386 in marketing and promotion costs for the years ended December 31,
2024 and 2023, respectively.

Financial instruments, credit risk and concentration of credit risk

Financial instruments that potentially subject the Organization to credit risk include cash and
cash equivalents, investments, accounts receivables and unconditional promises to give. Cash
and cash equivalents are deposited in demand accounts with federally-insured institutions to
minimize risk. From time to time, the balances in these accounts may exceed the federally-
insured limits. The Organization has not incurred losses related to these deposits. The
investments in marketable securities are exposed to various risks such as interest rate,
market volatility, and credit risks. Due to the level of risk associated with certain investment
securities, it is at least reasonably possible that changes in the values of investment
securities will occur in the near term and those changes could materially affect the amounts
reported in the statements of financial position.

Unconditional promises to give consist of contributions receivable from state and local
governments, individuals, private foundations, and corporations across the United States.
Accounts receivable consists of amounts due from customers and are due in 30 days.
Although the Organization is directly affected by the financial stability of its donors and
customers, management does not believe significant credit risk exists at December 31, 2024
and 2023.
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Note 2

Combined Arms
Notes to Financial Statements

December 31, 2024

- Nature of Operations and Summary of Significant Accounting Policies (Continued)

Financial instruments, credit risk and concentration of credit risk (continued)

Generally, no collateral or other security is required to support receivables. An allowance for
doubtful accounts is established as needed based upon factors surrounding credit risk of
specific donors and customers, historical trends, and other information. When management
determines that a receivable is uncollectible, the balance is removed from the receivables
balance and is charged against the allowance.

The Organization receives monetary support from corporations, foundations, state and local
governments, and individual donors. During 2024, two sources of support accounted for
approximately 27% of the Organization’s revenue. During 2023, one source of support
accounted for approximately 18% of the Organization’s revenue.

Use of estimates

The preparation of financial statements in conformity with U.S. GAAP requires management
to make certain assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual results could differ from those estimates. Management believes
its estimates are reasonable.

Fair Value Measurements

U.S. GAAP provides a framework for measuring fair value using a hierarchy that prioritizes
the inputs to valuation techniques used to measure fair value based upon whether the inputs
to those valuation techniques are observable or unobservable. This hierarchy gives the
highest priority to unadjusted quoted prices in active markets for identical financial
instruments and the lowest priority to unobservable inputs. Valuation techniques maximize
the use of observable inputs and minimize the use of unobservable inputs. The financial
instrument’s fair value measurement level within the fair value hierarchy is based on the
lowest level of any input that is significant to the fair value measurement.

These inputs are summarized in the three broad levels listed below
e Level 1 — observable inputs such as quoted prices in active markets at the

measurement date for identical assets or liabilities.

e Level 2 — other inputs that are observable directly or indirectly such as quoted
prices in markets that are not active, or inputs which are observable, either directly
or indirectly, for substantially the full term of the asset or liability.

e Level 3 —inputs to the valuation methodology are unobservable and significant to
the fair value measurement.



Combined Arms
Notes to Financial Statements

December 31, 2024

Note 2 - Fair Value Measurements (Continued)

The fair value measurement level within the fair value hierarchy is based on the lowest level
of any input that is significant to fair value measurement. Valuation techniques used need to
maximize the use of observable inputs and minimize the use of unobservable inputs.

The following is a description of the valuation methodologies used for assets measured at fair
value:

e Corporate and government bonds — valued using prices obtained from independent
quotation bureaus that use computerized valuation formulas which may include
market corroborated inputs for credit risk factors, interest rate and yield curves and
broker quotes, to calculate fair value.

e Mutual funds — valued daily using quoted market prices.

The methods described above may produce a fair value calculation that is not indicative of
net realizable value or reflective of future fair values. Furthermore, while the valuation
methods are considered appropriate and consistent with other market participants, the use of
different methodologies or assumptions to determine fair value of certain financial
instruments could result in a different fair value measurement at the reporting date.

The following table summarizes, set forth by level, within the fair value hierarchy, the
Organization’s investments at fair value:

December 31, 2024 Level 1 Level 2 Level 3 Total

Cash and cash equivalents $ 2 $ - $ - $ 2
Mutual funds 100,855 - - 100,855
Corporate and government bonds - 95,054 - 95,054
Total investments $ 100,857 $ 95,054 $ - $ 195,911
December 31, 2023 Level 1 Level 2 Level 3 Total

Cash and cash equivalents $ 8,055 $ - $ - $ 8,055
Mutual funds 201,692 - - 201,692
Corporate and government bonds - 346,854 - 346,854

Total investments $ 209,747 $ 346,854 $ - $ 556,601




Combined Arms
Notes to Financial Statements

December 31, 2024

Note 3 - Property and Equipment

Property and equipment as of December 31, consists of the following:

2024 2023 Class Life
Leasehold improvements $ 188,962 $ 188,962 10 years
Office furniture and equipment 112,607 112,607 5 years
Computer equipment and software 28,843 28,843 4 years
Total property, at cost 330,412 330,412
Less: accumulated depreciation (262,931) (225,657)
Property and equipment, net $ 67,481 $ 104,755

Depreciation expense amounted to $37,274 and $47,540 for the years ended December 31,
2024 and 2023, respectively.

Note 4 - Line of Credit

The Organization is party to a $620,000 revolving line of credit agreement with a financial
institution. Interest is based on the prime rate, as published by the Wall Street Journal, which
is 7.50% at December 31, 2024. The agreement requires interest only payments until the
end of the agreement on June 30, 2023, at which time any unpaid interest and the principal
are due. In June 2023, the line of credit was increased to $1,000,000 and date of maturity
was extended until June 30, 2025. In June 2025, the line of credit was extended until
February 2026 under similar terms. The line of credit had a balance of $998,604 and
$370,000 at December 31, 2024 and 2023, respectively.

Note 5 - Net Assets With Donor Restrictions

Net assets with donor restrictions at December 31, consist of the following:

2024 2023
New market expansion $ 602,781 $ 510,319
Special immigrant visa 5,000 43,636
Disaster relief 64,500 -
Food pantry 20,000 128,088
Time restriction 175,000 -
Total net assets with donor restrictions $ 867,281 $ 682,043

During the years ended December 31, 2024 and 2023, net assets were released from donor
restrictions by incurring expenses satisfying the restricted purposes in the amounts of
$1,349,762 and $1,284,593, respectively.



Note 6

Combined Arms
Notes to Financial Statements

December 31, 2024

- Leases

At December 31, 2024, operating lease right-of-use assets and lease liabilities included office
space. Right-of-use assets are recognized at the present value of the lease payments at the
inception of the lease adjusted, as appropriate, for certain other payments and allowances
related to obtaining the lease and placing the asset in service. Operating lease right-of-use
assets are amortized so that lease costs remain constant over the lease term.

The components of lease costs for the years ended December 31 are as follows:

2024 2023
Operating lease costs 303,325 299,475
Sublease income (102,293) (124,435)

Total lease cost, net $ 201,032 $ 175,040

The weighted-average remaining lease term at December 31, 2024 and 2023 was 1.83 years
and 2.83 years, respectively. The weighted-average discount rate at December 31, 2024 and
2023 was 4.00%.

As of December 31, 2024, the Organization has minimum future rental income under non-
cancelable lease terms due in the amount of $68,319 during 2025.

Undiscounted cash flows related to operating lease liabilities at December 31, 2024 are as
follows:

Year Ended December 31 Operating
2025 $ 326,800
2026 279,000
Total undiscounted cash flows 605,800
Less discount to present value (9,779)
Discounted present value of lease liabilities 596,021
Less: current portion of lease liabilities (312,583)

Long-term portion of lease liabilities $ 283,438



Note 7

Note 8

Note 9

Combined Arms
Notes to Financial Statements

December 31, 2024

- Liquidity and Availability of Resources

The Organization’s financial assets available for general expenditure within one year at
December 31, is as follows:

2024 2023
Cash and cash equivalents $ 561,699 $ 138,714
Investments at fair value 195,911 556,601
Accounts receivable 38,125 383,004
Unconditional promises to give 564,412 324,495
Employee retention credit receivable 262,067 262,066
Total financial assets 1,622,214 1,664,880
Donor-imposed restrictions (867,281) (682,043)
Financial assets available to meet general
expenditures within one year $ 754,933 $ 982,837

The Organization receives significant contributions and promises to give restricted by donors,
and considers contributions restricted for programs which are ongoing, major, and central to
its annual operations to be available to meet cash needs for general expenditures. The
Organization manages its liquidity and reserves following three guiding principles: operating
within a prudent range of financial soundness and stability, maintaining adequate liquid
assets to fund near-term operating needs, and maintaining sufficient reserves to provide
reasonable assurance that long-term obligations will be discharged. The Organization also
has the ability to access funding through the line of credit (see Note 4), if needed.

Special Grant Assistance

During 2022, under the provisions of the CARES Act and the subsequent extension of the
CARES Act, the Organization was eligible for a refundable employee retention credit subject
to certain criteria. The Organization applied for $409,001 which erroneously included
previously applied federal funds of $240,648. At December 31, 2023, $146,180 included in
refundable advances on the statements of financial position remained to be repaid, which
was paid during 2024. Amounts receivable under the CARES Act as of December 31, 2024
and 2023 amount to $262,067 and $262,066, respectively, on the statements of financial
position.

Subsequent Events

On June 10, 2025, the Organization amended the line of credit described in Note 4 to extend
the maturity date to February 28, 2026. All other terms of the agreement remain unchanged.

Management has evaluated subsequent events as of July 31, 2025, which was the date the
financial statements were available for issuance and has determined that there are no other
subsequent events to be reported.
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
of Combined Arms

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of Combined Arms (the
“Organization”), which comprise the statement of financial position as of December 31, 2024, and the
related statements of activities, functional expenses, and cash flows for the year then ended, and the
related notes to the financial statements, and have issued our report thereon dated July 31, 2025.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Organization’s
internal control over financial reporting (internal control) as a basis for designing audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Organization’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Organization’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements, on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected, on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses or significant deficiencies may exist that were not identified.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Organization’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the financial statements. However, providing an opinion on compliance with those provisions
was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.



Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the organization’s
internal control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the organization’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

July 31, 2025
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON
INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

To the Board of Directors
of Combined Arms

Report on Compliance for Each Major Federal Program
Opinion on Each Major Federal Program

We have audited Combined Arms (the “Organization”) compliance with the types of compliance
requirements identified as subject to audit in the OMB Compliance Supplement that could have a direct
and material effect on each of the Organization’s major federal programs for the year ended December
31, 2024. The Organization’s major federal programs are identified in the summary of auditors’ results
section of the accompanying schedule of findings and questioned costs.

In our opinion, the Organization complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major federal
programs for the year ended December 31, 2024.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and the audit requirements of Title 2
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards (Uniform Guidance). Our responsibilities under those standards
and the Uniform Guidance are further described in the Auditors’ Responsibilities for the Audit of
Compliance section of our report.

We are required to be independent of the Organization and to meet our other ethical responsibilities, in
accordance with relevant ethical requirements relating to our audit. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion on compliance for each
major federal program. Our audit does not provide a legal determination of the Organization’s compliance
with the compliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of
laws, statutes, regulations, rules, and provisions of contracts or grant agreements applicable to the
Organization'’s federal programs.

Auditors’ Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on the Organization’s compliance based on our audit. Reasonable assurance is a high level of
assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with generally accepted auditing standards, Government Auditing Standards, and the Uniform
Guidance will always detect material noncompliance when it exists. The risk of not detecting material
noncompliance resulting from fraud is higher than for that resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.



Noncompliance with the compliance requirements referred to above is considered material if there is a
substantial likelihood that, individually or in the aggregate, it would influence the judgment made by a
reasonable user of the report on compliance about the Organization’s compliance with the requirements
of each major federal program as a whole.

In performing an audit in accordance with generally accepted auditing standards, Government Auditing
Standards, and the Uniform Guidance, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material nhoncompliance, whether due to fraud or error, and
design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the Organization’s compliance with the compliance
requirements referred to above and performing such other procedures as we considered
necessary in the circumstances.

e Obtain an understanding of the Organization’s internal control over compliance relevant to the
audit in order to design audit procedures that are appropriate in the circumstances and to test
and report on internal control over compliance in accordance with the Uniform Guidance, but not
for the purpose of expressing an opinion on the effectiveness of the Organization’s internal
control over compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and any significant deficiencies and material weaknesses in
internal control over compliance that we identified during the audit.

Report on Internal Control over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a
material weakness in internal control over compliance, yet important enough to merit attention by those
charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
Auditors’ Responsibilities for the Audit of Compliance section above and was not designed to identify all
deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance. Given these limitations, during our audit we did not
identify any deficiencies in internal control over compliance that we consider to be material weaknesses,
as defined above. However, material weaknesses or significant deficiencies in internal control over
compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.
Purpose of This Report

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of
the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

-
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July 31, 2025
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Combined Arms
Schedule of Findings and Questioned Costs

Year Ended December 31, 2024

Summary of Auditors’ Results

Financial Statements
Type of auditors’ report issued: Unmodified
Internal control over financial reporting:

Material weaknesses identified? No

Significant deficiencies identified not considered to be a material weakness?  None reported
Noncompliance material to the financial statements noted? No

Federal Awards
Internal control over major program:
Material weaknesses identified? No
Significant deficiencies identified not considered to be a material weakness?  None reported
Type of auditors’ report issued on compliance for major programs: Unmodified
Any audit findings disclosed that are required to be reported in accordance with 2 CFR
section 200.516(a)? No

Major Program:

Federal Major Program:

U.S. Department of Labor — Workforce Innovation and Opportunity Act Cluster — Adult Program —
Assistance Listing No. 17.258

Dollar threshold used to distinguish between Type A and Type B programs: $750,000

Auditee qualified as a low-risk auditee? = No

Findings — Financial Statements Audit
Year ended December 31, 2024: None

Findings and Questioned Costs — Major Federal Award Program Audit
Year ended December 31, 2024: None



Combined Arms
Schedule of Expenditures of Federal Awards

Year Ended December 31, 2024

Assistance  Contract or Pass-

Federal Grantor/Pass-through Listing  through Grantor's ~ Current Year Current Year
Grantor/Program or Cluster Title Number LD. Number Expenditures Revenues

Federal Awards:
U.S. Department of Labor
Passed through Texas Office of the Governor - Texas Workforce Commission
Workforce Innovation and Opportunity Act Cluster

Workforce Innovation and Opportunity Act - Phase II 17.258 2923W0S005 935,890 935,890
Total Expenditure of Federal Awards $ 935800 ¢ 935890




Note 1

Note 2

Note 3

Note 4

Combined Arms
Notes to the Schedule of Expenditures of Federal Awards

Year Ended December 31, 2024

- Basis of Presentation

The accompanying schedule of expenditures of federal awards ("SEFA") includes the federal
grant activity of Combined Arms (the “Organization”) and is presented on the accrual basis of
accounting. The information in this schedule is presented in accordance with the audit
requirements of 7itle 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (the “Uniform
Guidance™). Therefore, some amounts presented in the schedule may differ from amounts
presented in or used in the preparation of the financial statements.

Summary of Significant Accounting Policies

Expenditures reported on the SEFA are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles as found in the Uniform Guidance
for federal awards, wherein certain types of expenditures are not allowable or are limited as
to reimbursement. The Organization has not elected to use the 10% de minimus indirect cost
rate allowed under the Uniform Guidance.

Relationship to Financial Reports Submitted to Grantor Agencies

Amounts reflected in the financial reports filed with grantor agencies for the programs and
the supplementary schedules may not agree because of accruals included in the next report
filed with the agencies, matching requirements not included in the SEFA and different
program year ends.

Federal Insurance and Loan Programs

The Organization had no federal insurance programs in effect and no loan or loan guarantee
programs outstanding during the year ended December 31, 2024.



